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560-12-2-.100 Child-caring Institution, Child-placing Agency,
or Maternity Home.

(1) Purpose. The purpose of this Rule is to provide guidance
regarding the administration of O.C.G.A. § 48-8-3(41), which
provides for an exemption from Georgia sales and use tax with
respect to certain sales to or by certain nonprofit tax-exempt
organizations engaged primarily in providing child services.

(2) Definitions.

(@) “Child services provider” means a child-caring institution as
defined under O.C.G.A. § 49-5-3(1), as amended, a child-placing
agency as defined under O.C.G.A. § 49-5-3(2), as amended, or a
maternity home as defined under O.C.G.A. 8 49-5-3(14), as
amended.

(b) “Cost of operations” means all reasonable direct operational
costs incurred by a child services provider. Costs shall be
determined based on the child services provider’s method of
accounting. Such costs include, but are not limited to: salaries;
supplies; rent; mortgage payments; furniture and fixtures; loan
payments; food; transportation; and educational and special
activities.
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(c) “Exemption determination letter” means a letter issued by
the Commissioner permitting a child services provider to purchase
certain tangible personal property and services exempt from
Georgia sales and use tax.

(d) “Nonprofit tax-exempt organization” means any organization
that holds a letter of determination from the Internal Revenue
Service demonstrating that it qualifies as a nonprofit tax-exempt
organization under Internal Revenue Code § 501(c)(3).

(3) Exemption from sales and use tax. Sales of tangible personal
property and services to a child services provider are exempt from
Georgia sales and use tax only when the child services provider
obtains an exemption determination letter from the Commissioner,
is a nonprofit tax-exempt organization, and engages primarily in
providing child services.

(@) A child services provider is engaged primarily in providing
child services if:

1. The child services provider is currently licensed by the Georgia
Department of Human Resources as a child services provider as
defined under subparagraph (2)(a) of this rule; and

2. More than fifty percent (50%) of the child services provider’s
cost of operations for the previous fiscal year is directly related to
providing the services and activities as defined in O.C.G.A. § 49-5-
3, as amended.

(i) If a child services provider has been in business for less than
twelve full months, the provider’s budgeted cost of operations will
be used to determine its eligibility for the exemption on a
temporary basis.

(if) A child services provider submitting an application using its
budgeted cost of operations must submit the actual cost of
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operations within thirty days following the end of its initial twelve-
month period.

(iii) Any cost of operations that is not readily identifiable as
being directly attributable to providing child services shall be
excluded from the numerator when calculating the percentage.

(b) Exemption determination letter. To obtain an exemption
determination letter from the Commissioner, a child services
provider must submit a completed Revenue Form ST-CH-1,
Application for Certificate of Exemption for a Child-caring
Institution, Child-placing Agency, or Maternity Home, and include
any additional documentation required by the Commissioner.
Revenue Form ST-CH-1 may be downloaded from the forms
section of the Department of Revenue’s website.

1. Upon the Commissioner’s approval of the child services
provider’s application, the Commissioner will issue an exemption
determination letter to the child services provider that will be valid
for the duration of the child services provider’s annual license as
provided by the Georgia Department of Human Resources or until
revoked in writing by the Commissioner, whichever occurs first.

2. A copy of the exemption determination letter issued to a
qualifying child services provider must be furnished to dealers
selling tangible personal property or taxable services in order to
excuse the dealers from collecting Georgia sales and use tax.

3. A copy of the exemption determination letter may be accepted
by a dealer only when payment is made by check or credit card
bearing the name of the qualifying child services provider. Any
sales to child services provider employees or other persons for
which payment is made with cash, personal check, or credit card
on behalf of a child services provider remain subject to sales and
use tax even though the purchaser will be reimbursed by the child
services provider.
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4. An exemption determination letter is issued for the exclusive
use of the qualifying child services provider, and is not
transferable. Use of the exemption determination letter by any
person or entity other than the child services provider to whom it
was issued is not permitted.

5. Any child services provider whose license is suspended or
revoked by the Georgia Department of Human Resources, or who
terminates business operations, must immediately return its
exemption determination letter to the Commissioner.

6. If a child services provider’s application is denied or a
previously issued exemption determination letter is revoked, the
Commissioner shall issue a written response providing the
reason(s) for the denial or revocation. Reasons for denial of an
application or revocation of a previously issued exemption
determination letter include, but are not limited to, an insufficient
or incomplete application, failure to submit all necessary
documentation, misuse or noncompliance with any federal, state or
local laws, or failure to satisfy any requirements as stated under the
pertinent statute or this Rule.

7. The denial of an application or revocation of a previously
issued exemption determination letter is final unless, within sixty
(60) days of the mailing of the denial or revocation, the child
services provider submits a written application for reconsideration
to the Commissioner. The application must contain the child
services provider’s reason(s) for reconsideration. The child
services provider has the burden of proof to establish that the
denial or revocation decision was not correct.

(4) Annual Renewal Process. Any child services provider who
was previously issued an exemption determination letter and who
desires to continue to receive the benefits of exemption beyond the
duration of the initial period described in subparagraph (3)(b)1. must
provide the Commissioner with a copy of the annual inspection
report that renews the license issued by the Georgia Department of
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Human Resources within thirty (30) days of the issuance of the
annual inspection report.

(5) Purchases by child services providers.

(a) Purchases eligible for the exemption include office equipment
and supplies; medical, educational, personal care and janitorial
supplies; food, clothing, motor vehicles used exclusively to
transport children; and other such items necessary to provide care
for children or mothers when purchased directly by a qualifying
child services provider.

(b) Purchases that are not eligible for the exemption include, but
are not limited to: motor vehicles for personal and business use;
gifts to any person other than children or mothers under the care of
a qualifying child services provider; building materials used by
contractors; and purchases made by other persons performing
services for a child services provider.

(6) Sales by child services providers.
(@ A sale of tangible personal property or services by a
qualifying child services provider is exempt from Georgia sales

and use tax if the transaction satisfies the following conditions:

1. The sale constitutes a fund-raising activity on behalf of the
child services provider;

2. The fund-raising activities do not exceed thirty (30) days in
any calendar year;

3. No sale proceeds are used for the benefit of anyone other than
the child services provider; and

4. The sale proceeds are used solely for child services.
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(b) The following examples illustrate the taxation of sales by
qualifying child services providers:

1. A child services provider’s retail sales derived from the
operation of a booth selling food at a fair for two weeks are not
subject to Georgia sales tax if all of the conditions in subparagraph
(6)(a) of this Rule are satisfied.

2. A child services provider’s retail sales for admission derived
from a charity fund-raising event are not subject to Georgia sales
tax if the provider satisfies all of the conditions in subparagraph
(6)(a) of this Rule.

3. A child services provider’s retail sales derived from the
operation of a store every weekend throughout the year are subject
to Georgia sales tax.

4. Sales made by a third party for which a child services provider
receives a commission are subject to Georgia sales tax.

(c) Purchases made for resale that are paid directly by a child
services provider are exempt from sales tax when an exemption
determination letter is provided to the dealer. If a dealer donates
tangible personal property purchased for resale to a child services
provider, the dealer will be responsible for payment of Georgia
sales tax as provided under O.C.G.A. § 48-8-39.

(7) Records. A child services provider is required to maintain
records of all purchases and sales for a three-year period.

(8) Effective Date. This rule is effective beginning July 1, 2004.

Authority O.C.G.A. § 48-2-12.



